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SUBJ: GUATEMALA SHIPPING DISPUTE 
REE: (A) STATE 300302; (B) GUATEMALA 

1. FOR MANY YEARS NOW UNITED STATES HAS BEEN GRAPPLING 
WITH PROBLEM OF DISCRIMINATORY SHIPPING LAW IN GUATEMALA. 
IN THE PAST GUATEMALA GOVERNMENT HAS NOT FOLLOWED 
THROUGH WITH ITS ASSURANCES THAT ACTION WOULD BE TAKEN 
TO RESOLVE THIS DISPUTE. UNDER THESE CIRCUMSTANCES THE 
DECISION OF THE FMC TO PUBLISH ON DECEMBER 14 RULE 
ESTABLISHING EQUALIZATION EEE BEGINNING JANUARY 13, 
NOTWITHSTANDING PASSAGE OE LAW BY CONGRESS ON DECEMBER 
8 WAS UNDERSTANDABLE. 

W. HOWEVER, WE NOW HAVE A NEW SITUATION. REVISED 
VERSION OF LAW 26-77, DELETING THE THREE DISCRIMINATORY 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 GUATEM 07778 222239Z 

ARTICLES IN ITS ORGINAL TEXT, WAS SIGNED BY PRESIDENT 
LAUGERUD ON DECEMBER 19, AND WILL BECOME EEFECTIVE ON 
FEBRUARY 19, 1978 (REFTELB). 

3. NOW THAT PRESIDENT HAS SINTED LAW THAT APPEARS TO 
SATISEY OUR NEED FOR NON-DISCRIMINATORY LEGISLATION, I 
BELIEVE IT UNNECESSARY AND INAPPROPRIATE FOR U S. TO 
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INVOKE AN EQULIZATION FEE, EVEN THOUGH DISCRIMINATORY 
TREATMENT OF U.S. SHIPPERS APPARENTLY WILL CONTINUE FOR 
A FEW WEEKS UNTIL 26-77 TAKES EFFECT. IMPOSITION OF SUCH 
A FEE BY U.S. JUST FIVE WEEKS BEFORE LAW GOES INTO EFFECT 
WILL BE VIEWED AS UNREASONABLE AND UNJUSTIFIED. IT 
WOULD FOCUS PRESS AND PUBLIC ATTENTION ONCE AGAIN ON THIS 
PROBLEM. PASSAGE OF LAW BY CONGRESS ON DECEMBER 8 PROMOTED 
ACCUSATIONS IN PRESS OF KNUCKLING UNDER TO U.S. PRESSURES. 

IMPOSITION OF COUNTERVAILING MEASURES WOULD INEVITABLY RAISE A HUE 
AND CRY AND BE INTERPRETED AS RENEWED U.S. PRESSURE. 

IT IS NOT INCONCEIVABLE THAT 26-77 ITSELF COULD BE 
JEOPARDIZED SHOULD CONGRESS OR GOG DECIDE TO RE-EXAMINE 
THE QUESTION OR RETALIATE IN SOME FASHION. 

4. THE EMBASSY HAS BEEN TOLD(REFTEL B) THAT THE 
REGULATION FOR 26-77 WILL BE ISSUED WITHIN OR SOON AFTER 
THE 60 DAY PERIOD AND THERE IS NO REASON AT THIS TIME TO 
ASSUME THAT AN APPARENTLY NON-DISCRIMINATORY LAW WILL BE 
FOLLOWED BY DISCRIMINATORY REGULATIONS. 

5. WITH THIS LONG STANDING PROBLEM NOW APPRENTLY SOLVED, 

I STRONGLY RECOMMEND THAT FMC BE ASKED TO EXTEND ITS 
JANUARY 13 DEADLINE TO LATE FEBRUARY TO GIVE GUATEMALA 
A CHANCE TO PUT NEW LAW QUIETLY INTO EFFECT TOGETHER 
WITH IMPLEMENTING REGULATIONS. ON THE SMALL CHANCE 
THAT SOMETHING STILL DOES GO AMISS, THEN I WOULD AGREE 
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WE SHOULD GO FORWARD WITH AN EQUALIZATION FEE. 

HOWEVER, IT WOULD BE THE HEIGHT OF IRONY IF, AFTER 
HAVING FINALLY ATTAINED OUR OBJECTIVE OF A NON- 
DISCRIMINATORY LAW, WE WERE TO JEOPARDIZE IT 
UAKTHROUGH ADHERENCE TO AN EARLIER POSITION WHICH HAS 
OBVIOUSLY BEEN OVERTAKEN BY EVENTS. WE ARE ONLY TALKING 
ABOUT A FIVE WEEK PEROD BEFORE THE NEW GUATEMALAN 
LAW COMES INTO EFFECT, AND IT IS SIMPLY NOT REASONABLE 
TO IMPOSE COUNTERVAILING MEASURES FOR THAT PERIOD, GIVEN 
THE POTENTIAL RISK TO OUR INTERESTS. 
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